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CanWest’s Turn Down of TVNZ FTA Satellite Offer - Contradictions of Fact? 

The saga began with each side firing off press releases. CanWest launched their attack by 
announcing: 

TV3/TV4 has declined an invitation from TVNZ to be a part of its proposed digital transmission 
venture. 

"After careful consideration, we have concluded that any digital service for free-to-air 
television transmission needs to remain just that - free-to-air," said Brent Impey, CEO for 
CanWest New Zealand. 

"The proposed TVNZ service will require viewers to purchase a set-top box for at least 
several hundred dollars in order to receive the digital signal. In our opinion, that cannot be 
described as free-to-air television," Mr Impey said. 

TV3/TV4 Managing Director Rick Friesen said he believes the future of digital television in 
New Zealand hinges on two or more competitive pay TV distributors, supplemented by a 
free, over-the-air digital service which will reach the majority of the population. 

"This type of service would provide truly free digital coverage to the majority of New 
Zeaianders in the digital age. It will require no public funding, and will be truly competitive, 
offering viewers real choice," Mr Friesen said. 

"The TV3/TV4 signals are already carried on Sky's digital service, and this sufficiently 
complements our existing free-to-air service at this time," he said. "However we do not 
believe that offering our signals to competitors in the free-to-air television market is 
appropriate, therefore we have declined TVNZ's invitation to participate in their proposed 
venture," Mr Friesen said. 

"In fact we believe it is inappropriate for broadcasters to be involved in the distribution 
business, as TVNZ currently is with their ownership of BCL, the transmission distribution 
company. If BCL was an independent organisation there would be a much more level 
playing field in the transmission distribution business in New Zealand," he said. 

It then became a battle of press releases with TVNZ firing back: 

“TVNZ is disappointed that CanWest (TV3 and TV4) has chosen not to support a 
proposed digital free-to-air service. TVNZ believes that the conversion from analogue to 
digital television will inevitably occur over time. TVNZ had offered CanWest free access and - 
an equal partnership to the proposed free-to-air digital platform. TVNZ General Manager 
Strategy James Munro said that as New Zealand's leading broadcaster, TVNZ remains 
committed to ensuring that all New Zealanders can continue to view free-to-air television in 
the future without the need to subscribe to a pay television service. 

"It is disappointing for New Zealand's television viewers that once digital migration has 
occurred at some time in the future, they will only be able to watch TV3 and TV4 if they 
subscribe to a pay television service," said Mr Munro. 

Which immediately sent the journalists into a feeding frenzy as each attempted to dig up some 
obscure source of dirt which would clarify the situation. Writer Bill Ralston, a former TV news person 
with TV3 and occasional on-screen figure elsewhere since leaving TV3, headlined: “7VNZ Circles Its 
Wagons” in a June 15th dated report. Ralston had all of the journalist advantages one could pray for in 
this situation - he would have access to the CanWest files and personnel, and to a lesser extent also at 
TVNZ. Here is some of what he wrote: 

“Its much vaulted satellite digital television plans suffered a serious setback (as) TV3 has 
pulled the plug on its part of TVNZ’s proposed satellite service. The financial viability of the 
TVNZ-TelstraSaturn deal is crucial to the company’s future - especially as it now appears 
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TVNZ’s traditional profits are drying up. The CanWest announcement (meanwhile) means 
TVNZ’s satellite digital television plans are likely to be reconsidered, with a question-mark 
hanging over the jobs of staff working on the proposal. 

Ralston continued: 

“On the digital front, CanWest declined TVNZ’s offer, citing the high cost to viewers of the 
proposed TVNZ set-top box. It is understood TV3’s analysis of the proposal showed TVNZ’s 
digital plans to be unworkable. It rejects TVNZ’s claims that its service could have 10,000 to 
50,000 subscribers by the end of 2002. TV3 says, at best, the TVNZ system is likely to 
attract only a few thousand subscribers. ‘We don't want to be around when the whole TVNZ 
satellite deal collapses,’ said one TV3 insider. The CanWest decision is a big boost for Sky 
Television, which already carries TV3 and TV4. Its only potential competition has lost the two 
important free-to-air channels.” 

First to correct Ralston’s most glaring error (“Its_only potential competition has lost the two 
important free-to-air channels”). CanWest’s decision to not be a part of the TVNZ free-to-air digital 
bouquet has absolutely nothing to do TelstraSaturn “losing the two important free-to-air channels.” 
Why? Because CanWest turned down TVNZ, not TelstraSaturn. Confused? Read on. 

S-truth? 

Ralston can be excused for confusing the assumed “big boost for Sky Television” with the unfolding 
scenario. We'll try to straighten it out for you next. 

1) Sky Television carries Prime, TV3, TV4 as a so-called “free-to-air” service. These channels are a 
part of the basic ($35 region per month) package offered by Sky. These three are also available (along 
with TAB) in a “FTA-only” package for $17.29 per month. In theory, a family can order a Sky dish 
installed ($99 to $200) and then order the “FTA-only” package and pay 517.29 per month - $207.48 
per year after the installation cost. If, in fact, this FTA-only package also included TVOne and TV 2, at 
no increase in cost, viewers could have all of the national FTA services but no pay-TV services. 

For a cost comparison, recall the New Zealand On Air annual charge of $115 per year which was 
terminated in 2000. Sky’s “FTA-only” viewers presently pay $92.48 more per year for a service that 
does not include TVOne and TV2 than they did previously through NZOA for reception from all six 
services (TVOne, 2, 3, 4, Prime and TAB). 

How many homes take “FTA-only?” Sky does not reveal this. And that is “option one.” 

2) For option two, we have the soon-to-launch TelstraSaturn satellite package. We already know it 
will include TVOne and TV2 - a head start as Sky does not - and if some current press reports prove 
correct, it will include TV3 and TV4 as well. Whether Prime or TAB are able to be included becomes 
a moot point as their audience ratings are insignificant when compared to TV 1-4. 

TelstraSaturn has not revealed how much it will charge for a “FTA-only” package or for that matter 
whether they will offer such a package. Until CanWest declined the TVNZ offer (Option three - to 
follow), there was no real reason for TS to have their own “FTA-only” package because that is what 
the proposed TVNZ FTA package was supposed to do. 

However, TS always intended to offer TVOne, TV2, TV3, TV4 (and probably Prime - less probably 
TAB which has a contract with Sky precluding TAB from doing much of anything other than being on 
the Sky service) within their own “basic satellite” package of channels. For example - and the 
programme channel selections are our own prognostication at this point - TelstraSaturn might offer the 
following ten channels for $17.00 - $20.00 per month: (1) TVOne, (2) TV2, (3) TV3, (4) TV4, (5) 
Prime, (6) CNN, (7) Cartoons, (8) Discovery, (9) National Geographic and (10) an (older) movie 
channel or a (composite) sport channel. 

Cost comparison? For the same installation fee as Sky charges ($99 to $200) and the same fee Sky 
now charges for “FTA-only” TS could deliver more than twice as many channels but including TVOne 
and TV2. There is something else TS could do to bolster competition with Sky. Second sets. Sky 
currently charges an extra $200 for the “installation” of a second decoder and then $25 per month. 
They have selected these numbers to prevent people from acquiring set set-top boxes and using them 
as a way around subscribing to the full package of services. (An installer tells CTD of a family in 
South Auckland that wanted the first set-top box in their living room while the second set-top box was 
to go in the living room of the family next door - connected with about 50 metres of RG6 cable. Sky 
has many reasons for keeping second set-top pricing high - this is one of those.) And TS? Well, as they 
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will have far less money invested in their ex-Austar (Australian) Pace DGT400 set-top boxes 
($80-$100 versus Sky’s $500+), TS might offer second sets to homes for far less money per month. 
Say $10 per month. Sky’s high dollar charges for second set-tops has been a common source of 
complaint amongst subscribers - and for the record, 43% of New Zealand homes currently have 2 (or 
more) television sets while 78% currently have one TV set (or more) and a VCR - and the only way 
you can use the VCR to tape one channel while watching another is to have a second set-top box. 

In other words - there is a marketing “niche” here which TS could use to drive their own take-up 
results. And Option Three. 

(3) In option three we have CanWest turning down TVNZ. To best understand what CanWest said 
no to, we refer to communication between TVNZ and CanWest. That journalist Bill Ralston did not 
have access to this same TVNZ initiated communiqué seems very unlikely to CTD (as our own 
contacts at CanWest are far less “connected” than his). What follows was apparently a “summary 
letter” initiated by a TVNZ staff member addressed to (CanWest’s) Rick Friesen and the essence is - 
“here is what is on the table, and these are your options.” 

“Following our meeting last week, as promised this letter sets out the FTA Digital Service 
proposal by TVNZ. At our meeting we also discussed terrestrial systems. TVNZ policy on 
terrestrial systems has been outlined to Bruce Wallace following on from our agreement at 
the last council meeting to collect member's views for debate at the special council meeting 
in July. | have attached a copy of TVNZ's position paper to Bruce (not included here - ed) and | 
recommend, for completeness, that you read it together with this letter when considering 
your options for the FTA Digital Service. 

“A summary of TVNZ's policy on terrestrial systems is that we regard any such system as 
being deployed primarily for reasons of service diversity (redundancy). Irrespective of 
whether or not the current proposed FTA Digital Service becomes a reality, TVNZ has a very 
clear policy regarding any FTA service diversity system (terrestrial or otherwise). Any such 
system must provide for compatible consumer premises equipment with that of the 
established digital broadcast system in New Zealand and the only system that can 
economically achieve near-universal coverage, i.e. Satellite. 

“As outlined in the letter to Bruce, an option for achieving service diversity terrestrially is to 
consider using the network design that was to be launched with the TVNZ/NTL DDN network 
where Ku band terrestrial transmissions would be received by the same receivers used to 
receive satellite signals. This is possibly a position that industry could take in lobbying 
government for support in deploying a terrestrial FTA service diversity system. 

“However, it is in fact highly questionable that New Zealand needs or can afford a 
terrestrial FTA system, even for reasons as good as service diversity. It is worth noting that 
satellite system service diversity is not achieved anywhere in the world by the use of 
terrestrial systems but rather by other satellite systems. It is only the current scarcity of 
service diversity options via alternative satellite provision over New Zealand that raises the 
prospect of terrestrial service diversity at all. 

“We also discussed integrated digital television sets ((DTVs) and their possible evolution in 
the market. iDTVs have no relevance to the merits of one transmission system over another. 
The theory of iDTV's is as applicable to Satellite/DDN as it is to DTT or Cable or any other 
system. Currently the reality of iDTV's is limited to DTT systems in Europe, where they are 
yet to make an impact on the market. Timelines, capabilities and development tracks of 
iIDTVs can be debated eternally. This debate does not change the twin facts that iDTVs will 
likely materialise in some manner in the market and that they will be as applicable to one 
transmission system as they are to another. 

“With respect to the FTA Digital Service that TVNZ has proposed, CanWest has three 
obvious options. 
Option One: Treat the Service as a TVNZ platform 
“CanWest provides TVNZ with a right to "rebroadcast" TV3 and TV4 on the Service and 
would have no other association with it. TVNZ would likely pay a small fee for the TV3 and 
TV4 content. TVNZ would make available to CanWest, at cost, 1Mbit of capacity each for 
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TV3 and TV4 for the development of enhanced/interactive content within those channels. 
CanWest would have no other ability to broaden their services (interactive, new channels, 
etc.) on the platform in isolation of separate commercial agreement with TVNZ. Success or 
failure of the Service would rest with TVNZ. 
Option Two: Treat the Service as a FTA industry platform (Preferred and recommended 
by TVNZ)) 

“The FTA Digital Service was conceptualised by TVNZ as a FTA industry platform offered 
to the major FTA broadcasters on a completely open and unconditional basis. Each 
broadcaster can operate across this system in freedom and without any competitive 

restriction. A high degree of co-operation around technical matters will be required between 
; the broadcasters. 

“The nature of the agreement between TVNZ and TeistraSaturn that provides for this 
platform means that so long as TV3 and TV4 are being carried on the TelstraSaturn DTH 
platform (assuming CanWest reach agreement with TelstraSaturn) then the presence of 

TV3 and TV4 on the FTA Digital Service comes at no cost to CanWest. As explained at our 

meeting, the main FTA signals are to be carried within the TelstraSaturn broadcast stream. 

CanWest content would be carried through the TelstraSaturn headend and broadcast on the 
FTA Digital Service independently of TVNZ. 

“TVNZ has an additional half transponder (31.7Mbs) in reserve for future FTA content 
development and for interactivity. We also have an agreement with TelstraSaturn to provide 
a carrier at their headend to service this transponder. TVNZ can sub-lease up to one third of 
this capacity to CanWest at cost (open book). If CanWest does not wish to enter into such a 

lease at this time, TVNZ is prepared to give CanWest the option of such a lease on the ~ 

same terms for exercise at any point within the current transponder lease term from Optus. 
By end of life of the B1 satellite, TVNZ, CanWest and others would likely be working together 
in seeking replacement capacity so that the requirement for capacity sublease would vanish. 

“The return path deployed with FTA Digital Service set-top-boxes (STBs) will be able to be 

accessed by all the FTA broadcasters being carried on the system for their own purposes. 
TVNZ does not and would not control the return path. 

“CanWest would be an equal partner in the STB technology selection and development for 
the FTA Digital Service, as would any other FTA broadcaster being carried on the system. 
CanWest might also choose to select alternative STBs for deployment on the Service under 
its own separate distribution model. All deployed STBs will be addressable by all participating 
broadcasters, i.e. open access. 

“TVNZ would also welcome CanWest as an equal partner in a joint venture to develop 
enhanced and interactive content services that could then be deployed simultaneously by 
both parties. TVNZ has selected OpenTV EN2 as its middleware system, the same software 
that Sky is using. It is, in my opinion, highly likely that TelstraSaturn will select the same 
middleware when they come to commence enhanced/interactive development. This 
maximises the prospect of deploying applications (e.g. interactive advertising) across all 
platforms without having the additional expense of developing multiple software versions. 

“The concept of the FTA Digital Service is that viewers can purchase their own STB and 

receive FTA services without having to subscribe to a pay television provider. As 
participants, CanWest would be expected to take an equal participation in the promotion of 
the Service and contribute to the funding of the initial seed stock of STBs (balance sheet 
item). 
Option Three: Do not support the Service 
“Self-explanatory. 

“TVNZ believes this FTA option is a crucially important initiative for the industry to provide 
viewers with choice and FTA broadcasters with an initial route to digital migration. It is 
TVNZ's hope that this opportunity for a degree of independence when migrating from 

analogue will be supported by CanWest. 
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“Rick, you have made statements regarding support for open access and for wishing to 
see competitive tension in the digital market. If this initiative fails the outcome will be that the 
FTA industry will revert to its previous position of being wholly dependent on third parties for 
carriage in digital (i.e. competitive pay television platforms). TVNZ believes very strongly that 

henceforward there will be nothing the FTA industry will be able to accomplish that will 

reverse this position in New Zealand. 

“TVNZ is quite serious in portraying the FTA Digital Service as our collective last chance 
for independence in the digital environment. Total reliance on future government subsidy or 
regulatory intervention is a risk that neither of our organisations should take willingly.” 

CanWest chose Option three (to not support the service). TVNZ obviously believes a transition to 
digital telecasting is inevitable for New Zealand (as it is throughout the balance of the world). TVNZ 
also is convinced that the real “control” (balance of power) in the digital environment rests with the 
firm controlling the set-top boxes (and their operational software). CanWest’s Friesen in the release 
was quoted as saying, “The future of digital television in New Zealand hinges on two or more 
competitive pay TV distributors, supplemented by a free, over-the-air digital service which will reach 
the majority of the population. This type of service would provide truly free digital coverage to the 
majority of New Zealanders in the digital age. It will require no public funding, and will be truly 
competitive, offering viewers real choice.” 

Excuse us - but Friesen seems to be speaking with either a lack of understanding of what is 
transpiring in the “real” world, or, he has an agenda that is not apparent from his quoted statements. 
We took the material you have just read to some outside-of-CanWest or TVNZ broadcasters/pay TV 
operators for their comment. They follow. 

“In my view there's a lot of bullshit in the CanWest position. I'd love to know what they were 
getting from Sky. There must be some reason why they have turned the opportunity down. 
I'd also be looking at that offered transponder space to see if | could reduce my delivery 
costs to the base of my transmitter sites. If | had the opportunity to have my signal placed, 
unfettered and without down side, on any distribution service that added to my effectiveness 
and had no cost to me - I'd do it. It would not restrict my activities in any way - it would just 
be a bonus for me. That's why | saw the (original) TVNZ decline of the Sky invitation as 
strange.” 

“There must be something in there that we don't know about. Either something positive 
from Sky to TV 3 or something negative from TVNZ to TV 3. Maybe they accomplish all they 
need in the new service by being on the TelstraSaturn component of the satellite system.” 

“Would it have something to do with the choice of STB by TVNZ / Telstra? The lack of 
interactivity ? Even at that why not take an offer. Why look the gift horse in the mouth?” 

“To create a terrestrial digital environment to replace the existing TV3/TV4 analogue 
service coverage would require an expenditure in excess of NZ$190m (their release says, ... 
hinges on two or more competitive pay TV distributors, supplemented by a free, over-the-air 
digital service...). Let me see - if they somehow managed to have a net profit of 19m per 
year for ten years - that might do it. Surely their (ongoing) costly digital conversion of Ten in 

Australia would be a warning about the folly of DTT in New Zealand?” 

‘| have learned that TVNZ seldom does much just from the goodness of their hearts but 
either option 1 or 2 look acceptable to me. As long as there are no missing scary bits.” 

“One factor might be the idea of supporting your competitor. If, by adding your strength to 
his package you weaken your own position - that would be a no - no.” 

Rugby. Perhaps the TV3 turn down of TVNZ has nothing to do with set-top boxes or satellite. Our 
commentators note: 

“This season TVNZ lost the rights for the Pacific because Racine in Tonga/Hawaii paid five 
times the price paid last year. TVNZ didn't like that much and played very hard ball on 
delivery. I've lost track in my head of the precise end time for the (Sky to terrestrial FTA) 
Rugby rights in New Zealand. | know, however, that TVNZ has its eye clearly on that ball 
and will be very aggressive when the opportunity next presents itself and that its not that far 
down the road. Rugby, in my view, is more important to Pay TV than it is to FTA - simple 
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reason. People subscribe - there's a direct line between subs (money) and the games. Its 
more vague for the FTA blokes - yes the audience is important but there is a bigger picture. 
Pay TV is about getting people to pay for their TV.” 

And there is the BCL spin-off from TVNZ quandary (see p. 16 to follow). CanWest’s Rick Friesen 
in the press release initially cited, said: 

“We believe it is inappropriate for broadcasters to be involved in the distribution business, 
as TVNZ currently is with their ownership of BCL, the transmission distribution company. If 
BCL was an independent organisation, there would be a much more level playing field in the 
transmission business in New Zealand.” 

Perhaps - but suppose the situation was reversed - CanWest owning BCL? One of our 
commentators: 

“CanWest is in the distribution business all over Canada. The Canadian system is based 
on the stations owning their own transmission facilities. Had to be that way before there was 
cable. More and more these transmitters are redundant (cable carries the signal to 85 % of 
homes) but the CRTC requires that they have these over the air facilities - so they do. Most 
broadcasters have now put in a straight cable feed to the cable company headend so they 
have coverage when the broadcast transmitter goes down. In retrospect, this was a smart 
move because now the broadcaster only worries about 15 % of the people during the down 
period and make goods on advertising become a non-issue. 

“(Now) for them (CanWest) to take the position that broadcasters should not be in the 
distribution business is ludicrous. izzy would buy BCL the moment he had an opportunity.” 

“BCL has a weakness in my view - they depend on an elaborate infrastructure for their 
livelihood, when all of that can be by-passed by broadcasters by using satellites to deliver 
and then rebroadcast their own signals - Broadcasters then have two delivery systems - 
satellite for those who choose it on a direct basis and FTA from the transmitters if they 
choose that. Sure - it will cost people who choose to take the sat delivered service for a box 
and gear - but they can still choose to take it free - FTA, right ? As they do now. They don't 
have to take the satellite service and CanWest and TVNZ will still maintain their transmitters. 
Sky still only has what - 25 - 27 % penetration? It will be a long time before the new (satellite) 
services get to that levei.” 


regional stations ( the seed bed for creativity etc etc blah blah blah) for the privilege of siting 
our transmitters on their sites, undertaking little maintenance, and charging ‘rates which 
reflect current commercial rates’ of up to $70,000 p/a or more. Unfortunately for many of 
these operators ( Ch 7 in Taranaki for example, who have no option but to use Mt Taranaki - 
and even Triangle in Auckland) there is no option but to use their sites - a virtual 
monopolistic situation. These kind of charges have the potential to cripple, stifle and 
eventually kill regional non-commercial broadcast in some areas. The present arrangement 
is not satisfactory for these broadcasters and as a result we could not support retaining BCL 
within TVNZ folds UNLESS there was provision for some ‘community responsibility’ as there 
is likely to be if it were split off. We need a recognition of this situation in an endeavour to 
help grass roots broadcast that does not have the luxury (?) of NZoA funding in any way, yet 
on the whole produces a considerable amount of low cost material!” 

And the question of TelstraSaturn carrying TVOne, TV2, TV3, TV4 as a part of its overall bouquet? 
This report just prior to our press deadline: 

“CanWest Global Communications Corp. is likely to make its New Zealand television 
channels available on a planned Telstra Saturn Ltd. digital pay-TV service. CanWest, 
Canada's largest media company, runs terrestrial channeis TV3 and TV4 in New Zealand. 
Telstra Saturn, a joint venture between Telstra Corp, Australia's largest telecommunications 
company, and Austar United Communications Ltd, operators of Australia's second-largest 
pay-TV platform, will begin its service in the third quarter of this year, according to the New 
Zealand Business Times. The CanWest channels are available on pay-TV platform Sky 
Network Television Ltd's digital service. This week CanWest declined an invitation to 
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include TV3 and TV4 in government-owned Television New Zealand's free-to-air digital 
television service that is being launched this year. Telstra Saturn already has an agreement 
to carry TVNZ's two channels on its pay-TV service, meaning that it may be able to offer ail 
free-to-air channels on its digital service, according to NZBT.” 


Related. The small, regional, independent broadcasters are constantly battling to acquire audience. 
Some of their problems stem from a poor selection of programming, but before you can get to 
programming the independents need access to the homes. Perhaps Sky (NZ) is creating a situation 
which makes this more difficult for the typical home viewer? An independent broadcaster raises this 
issue: 

“| am interested to know if any other region is experiencing cases where Sky installers 
either omit to reconnect the original UHF antenna connection to the set top box, or omit to 
tell the consumer how to access the UHF channels they were once able to get for free and 

can no longer receive, or alternatively simply tune the set top box over a UHF channel which 
isn't in their bouquet. 

“Not being a lawyer, it strikes me that such practices MAY be against the law. Surely free 
trade, restrictive trade practice, consumer rights, fair trade and anti-competitive practices are 
affected by this? As such it would seem to be depriving the consumer from being able to 
access a free service, and something they were able to get before they had to pay for their 
TV. Clearly | would think it was in Sky's interest to do so, especially when some of the UHF 
channels score higher cumulative audiences than some of their own. 

“| dunno - but | would appreciate any comments or feedback especially if any of the group 
has access to a friendly legal eagle on their trust, board or staff. If it is illegal then | think we 
should raise it with Sky and the appropriate consumer people to prevent such things 
happening in the future.” 

The “group” referenced is the independent broadcaster forum in NZ. 

Summary? 

We began this report by quoting from a CanWest press release, which said in opening: 

"After careful consideration, we have concluded that any digital service for free-to-air 
television transmission needs to remain just that - free-to-air," said Brent Impey, CEO for 

CanWest New Zealand. 

"The proposed TVNZ service will require viewers to purchase a set-top box for at least 
several hundred dollars in order to receive the digital signal. In our opinion, that cannot be 
described as free-to-air television," Mr Impey said. 

At the risk of hauling coals to Newcastle, it should be pointed out: 

1) Free-to-air television has always required that viewers participate by purchasing their own 
receiving equipment. And that a set-top box is nothing more nor less than an extension to the normal 
TV receiver. Further, at some future date, the set-top box will disappear as these functions are offered 
inside of and as a part of the “normal” television receiver. 

2) CanWest is a Canadian company. In Canada and the United States, TV receivers until the mid 
1970s did not typically include UHF tuning capability; viewers who opted for channels which 
broadcast on UHF (including many now in the CanWest stable of stations) could only be received if a 
viewer opted to spend additional money for a set-top UHF to VHF converter. And the cost of such 
set-top UHF converters (and the required extra aerial) was often C$200. CanWest did not supply these 
UHF set-top boxes and aerials - the consumers did. 

3) Free-to-air television is defined as television for which there is no on-going monthly charge for 
reception. Viewers who elect to purchase equipment to receive programming without additional 
monthly charge are participating in the free-to-air television service. TV3 and TV4 viewers must 
purchase a TV receiver first. The set-top box, an interim device, is merely an adjunct to the TV set, 
just as a VCR 1s today an optional accessory to TV viewing. 


Where DTT Is Going 


Coop’s Technology Digest - June 29, 2001 - page 8 


lf New Zealand is unlikely to ever have terrestrial digital television (and at present, that is true), other 
nations are proceeding as CTD has reported for the past 24 months. The latest to announce include 
India and (surprise) a final decision in Japan. India first: 

“Doordarshan is all set to go digital, well at least in four centres in the country they are. DD 1s 
setting up its Digital Terrestrial Transmission (DTT) a recent inclusion to the constantly evolving 
world of television. Over the last three years, television channels in Europe and the US have built 
transmitter towers in order to obtain superior transmission. "Most channels in the country have digital 
analogue transmission in satellite mode, which made transmission very sharp and clear. But we have to 
keep up with the changes taking place abroad, which is why this decision was taken," informed G C 
Rai, Superintendent Engineer, Doordarshan Kendra, Mumbai. 

“The antenna will be. built on the already existing transmission tower in the city. This 300 metre 
tower is the tallest in country. DD officials have already received the equipment, but they are waiting 
to obtain all the requisite clearances before they can begin the work. These antennae can be used by 
five to six channels at the same time, but which channels will turn DTT ts not clear, as of yet. "There 
are some suggestions that we should speak with private operators, but we haven't started any 
negotiations, yet," said Rai. With this new technology television manufacturers will also have to 
convert their products from analogue receivers to digital receivers.” 

In Japan, certainly one of the world leaders in front edge technology, a much delayed decision on the 
future of DTT: 

“The Japan Diet has revised the Radio Law, mandating the abolition of ground-based analogue TV 
broadcasting by the end of 2011. The revision came with promises of funding to help people convert 
to digital broadcasting. Once conversion to ground-based TV broadcasting to digital is complete, the 
governnuent intends to assign newly freed-up frequencies to cellular phone and other communications 
media now experiencing frequency shortages. During the transition period, which begins in Tokyo and 
two other major regions in 2003, the government will help pay for viewers; antennas and set-top boxes 
and facilities at broadcasting stations.” 

In the UK, where DTT first began in a serious way, national service provider ONdigital is attempting 
to increase its penetration of homes by upping the usefulness of its product: 

“Nokia Home Communications and ONdigital have agreed to launch Nokia's new Media Terminal 
product together later this year. The Media Terminal is an innovative home entertainment device that 
seamlessly combines digital video broadcast service (DVB), Internet access, a hard disc for digital 
recording, an MP3 player and facilities for gaming. The launch will promote both the Media Terminal 
as well as ONdigital's pay TV service and ONnet portal (ONdigital's Internet through the TV service). 

“The Nokia Media Terminal is an exciting new development for the home environment that will 
allow viewers access to digital free-to-air terrestrial channels (such as ITV2) and ONdigital 
programming, as well as Internet browsing through their existing TV using the ONnet portal. In 
addition, the Nokia Media Terminal provides a hard disc for digital recording, as well as functionality 
to download and play MP3 files and games and connectivity to other peripherals. The Media Terminal 
also provides e-mail and chat capabilities. The simple user interface, known as Nokia NaviOBars, 
makes this product perfect for those without PC knowledge but wanting a real Internet experience. 

“The partnership builds on the experience that ONdigital has in the broadcast industry and that 
Nokia has in delivering consumer friendly products to the market. “Nokia and ONdigital are two of 
the most significant names in digital TV and this partnership underscores our commitment to bringing 
digital technology to the wider audience’, said Fran Wood, Country Manager, Nokia Home 
Communications. ‘The combination of ONdigital's offering and Nokia's Media Terminal brings a host 
of previously unavailable services to TV owners and thereby creating a whole new frontier for the 
nation's TV sets.’ 

""We know Nokia well as it is already a supplier of set top boxes for our pay television service. The 
combination of what we know about pay TV, our experience of Internet on TV, our state-of-the-art 
subscriber management and Nokia's expertise in consumer technology products makes this a great 
alliance for us both’, said Matt Seaman, ONdigital's Director of Interactivity. “The face of TV is 
changing forever and ONdigital and Nokia will stand together at the forefront of this revolution. ’" 
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Australia, meanwhile, continues to wrestle with hurdles which may yet prevent Singapore Telephone 
from assuming managerial control (through majority stock ownership) in the country’s number two 
telecommunications carrier, Cable & Wireless Optus: 

“Cable & Wireless Optus will spend more than $200 million on an interactive television trial in a bid 
to steal a march on rival Foxtel by becoming the first pay TV operator to offer the service to 
consumers. Optus has invited a range of companies to participate and is believed to have begun 
installing the service in up to 300 homes. Most of the companies involved have reportedly signed 
confidentiality agreements. Four e-Coles Myer store types are expected to take part in the trial, though 
a spokesperson would neither confirm nor deny this. Others interested include SBS, Mastercard, John 
Fairfax Holdings’ F2, the NSW Government and the free-to-air TV networks. Optus consumer and 
multimedia chief Adrian Chamberlain yesterday emailed staff to confirm the trial in the homes of 300 
staff. ‘The system we are trailing will include more TV and radio channels, a very sophisticated 
electronic program guide, email and access to the Internet through the telly including a select number 
of reference and home shopping services,’ he wrote. ‘Depending on the results of the trial we will then 
decide whether or not to roll the product out. This is potentially a very exciting development.’ The cost 
of the trial, including a new iTV service centre on Sydney's North Shore, is believed to be more than 
$200 million (Editor’s note: Later revised downward to A$50m). An Optus spokesman would say 
only that expenditure was within the division's budget. Mr Chamberlain's strategy is a huge bet that 
interactivity, more so than content, will drive uptake of its cable services. Optus now says it does not 
break out pay TV subscriber numbers because most of the 500,000 users of its cable services, which 
include telephony and Internet access, take more than one service. Foxtel, which has more than 
725,000 subscribers, has its hands tied interactivity due to squabbles between its owners, including 
News Limited (publisher of The Australian). Other services to be offered include games, near 
video-on-demand, t-mail and a ‘walled garden’ of Internet sites. The chairman of Digital Broadcasting 
Australia's retail and consumer education committee and the general manager of Harvey Norman's 
Domayne stores Scott Lindsay said they were considering an involvement but had yet to commit due 
to the cost of reconfiguring web sites for TV. ‘I think it will definitely make pay TV a lot more 
worthwhile,’ he said. ‘Especially for those people who may not have been interested in it in the past, it 
will spark a lot more interest.’ Ten Network general manager of operations Gerry Thorley said Ten 
was interested in the service as it could aid the roll-out of digital TV. ‘We have not concluded a deal 
but we have been encouraged by what they have been proposing because it's another way of rolling out 
digital TV to homes, and they already have a subscriber base,’ he said. Media group manager at media 
buying agency Universal McCann, Justin Singh, said one of its clients, Mastercard, might participate 
after handling Australia's first credit card transaction through the TV in ICE Interactive's trial in 
Orange. ‘It would give us an opportunity to establish learning in a digital trial, the Orange one was 
analogue,’ he said.” 

SingTel extends Optus take-over bid. Singapore Telecommunications Ltd reports that it has extended 
the offer period of its take-over bid for Cable & Wireless Optus Ltd. The closing date of the offer has 
been extended to 7:00 PM Sydney time (0900 GMT) August 3, from 7:00 PM Sydney time (0900 
GMT) July 3, SingTel said in a statement. SingTel added that it had extended the offer period 
"pending approval” for the take-over from Australia's Foreign Investment Review Board, or FIRB. 
The Australian government said that the FIRB would take up to a further 90 days to consider whether 
it will approve SingTel's take-over bid for Optus, Australia's second-largest telecommunications 
operator. The usual 30-day review period had been extended amid defence and national interest 
concerns. SingTel launched a formal take-over for Optus on May 21, but since then the A$14 billion 
(US$7.72 billion) friendly bid has been subject to intense scrutiny. Australia's Foreign Investment and 
Review Board must approve the take-over. The bid has been slowed by the US government approval 
process relating to satellites designed to carry military information. "Detailed discussions with relevant 
agencies in Australia and the US continue," Lee Hsien Yang, SingTel's president and chief executive, 
said. "SingTel is committed to resolving issues raised during the approval process and remains 
confident that outstanding issues will be resolved," he added. SingTel is 78 per cent owned by the 
Singapore government, which has caused concern in Australia and the US as completion of the Optus 
deal would give SingTel access to satellites that carry military data alongside telephone traffic. Optus' 
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independent directors have recommended shareholders accept SingTel's bid, even though an external 
assessment of its merits by valuer Grant Samuel & Associates concluded the terms were reasonable, 
but not fair. "SingTel continues to be dedicated to acquiring Optus. The extension of the offer period 
process does not interfere with SingTel's commitment to providing current and future SingTel 
shareholders with a compelling investment opportunity," Lee said. 

Opposition to SingTel’s purchase of Optus continues, however. 

Seven salvo hits 'Star Wars' sale. Kerry Stokes is urging the Foreign Investment Review Board to 
block Singapore Telecommunications' $14 billion take-over of Cable & Wireless Optus, citing grave 
security concerns. In a submission to the board, Mr Stokes’ Seven Network says Australia's 
international standing “cannot but be impacted negatively. "Never before has such a significant part of 
Australia's telecommunications infrastructure come under the direct control of a foreign government," 
the Seven submission says. Mr Stokes joins academics and officials within the Defence Department 
concerned about the Singapore government-owned company being in control of Australia's 
surveillance satellite platform. SingTel opened its bid on May 23 but it has yet to get approval from 
FIRB. Seven says there are "very serious implications" including the fact that Australia is being asked 
to "trust that our sensitive defence information will not be passed through a Singapore 
government-controlled company on whose board the chief of staff of the Singapore army sits". This 
was a “naive approach to national security". Mr Stokes is not alone in recommending FIRB block the 
bid. Defence expert Ross Babbage, a director of the Centre for International Strategic Analysis, said 
_ there were serious security concerns. Singapore had "been observed on several occasions gathering 
very sensitive data on Australian defence and security elements in and around Australia". Writing in 
CISA's May What's Next? bulletin, Dr Babbage said: "Members of federal Cabinet would need to be 
extraordinarily optimistic if they believed that Singaporean government access to Australia's sensitive 
defence and civilian communications networks would not be exploited for intelligence purposes. 
"Senior Australian ministers must be hoping that the Singaporeans will withdraw their bid, that it will 
collapse or otherwise fail." Seven's submission adds: "Australia is being asked to trust that our 
sensitive defence information will not be passed through a Singapore government-controlled company 
on whose board the chief of staff of the Singapore army sits. "What value has a guarantee, given in 
times of friendly relations, when severe regional tensions might lead a foreign government to conclude 
that it is in the best interests of their national security for Australia's defence satellite to be switched 
off." A spokesman for Optus said the company was aware of the Seven's submission but "doubted the 
legal grounds on which it is based". 

Packer’s Nine packs it in with India. HFCL on June 22 said its loss-making joint venture with Kerry 
Packer-HFCL Nine Broadcasting - was being shelved and Mr Packer was firm on not participating in 
the fresh bids for Doordarshan’s Metro channel. HFCL holds 48 per cent equity in the venture, with 
another 49 per cent with Mr Packer and the remaining three per cent with financial investors. The total 
paid-up capital of this company is just over Rs 25 crore and it has been a loss-making venture since its 
inception a year ago. The decision of HFCL Nine Broadcasting to shelve its Indian operations comes 
before its existing contract with DD Metro expires on September 10 this year. Packer was never 
interested in a satellite channel. He wanted to invest in the Indian media business only on the terrestrial 
front, which meant content supply to Doordarshan, HFCL chairman Mahendra Nahata said adding the 
fact that this joint venture is no longer in the fray for DD Metro slots meant it was out of business. 
Brushing aside speculation that the venture would now supply content to other channels, Mr Nahata 
said, “what we wanted to do on DD Metro is provide programming and collect the accruing 
advertising revenue. We are not, nor ever were, interested in setting up a channel of our own.” 

In a slightly different take on the same story: 

Finally, Packer packs bags, says adieu to DD Metro. Australian media baron Kerry Packer has 
decided to exit from the entertainment segment of the television business in India. Vinay 
Maloo-Packer promoted HFCL-Nine Broadcasting has asked its employees to look for other 
opportunities as its contract with Doordarshan Metro ends in September. *'It is very sad that we had to 
take this decision and exit from television business," HFCL-Nine Broadcasting CEO Ravina Raj Kohli 
told The Times of India. “We are trying our best to get our employees relocated," she added. 
However, she said that company was not shutting down and would continue with movie business. 
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And, Channel Nine has the rights to produce cricket software for BCCI. Industry sources said that 
Packer's Indian investments have failed to pay off. Officials said that Packer's investments in the 
domestic media and information technology sectors have caused a loss of $A15 million. Out of the 
total 58 people on rolls, 50 have been asked to quit. ‘The staff related to DD Metro business have 
been given the option to look for alternative careers and remain employed till the close of contract in 
September," according to a company statement. Officials said that remaining core team will explore 
other opportunities. HFCL-Nine Broadcasting, current partner of the national broadcaster, on June 21 
said that it won't bid for DD Metro even after Prasar Bharati removed the floor price for the prime 
time slots. Nine paid Rs 121 crore last year for the DD Metro's prime time slots. The company also 
claimed to have spent ‘‘enormous amount" in promoting DD. ‘We gave an excellent offer to DD. 
They did not listen to us," Kohli said. ‘We promoted DD brand and increased its viewership from 
15.6 million to 26.5 million. It ratings went up by 200 per cent," she added. The company blamed the 
national broadcaster for not having a long term plan which resulted in their exit from the television 
business. In fact the (Australian based) company incurred heavy losses during the one year period 
ending September 2001 when they got the rights to telecast an exorbitant cost of Rs 121 crore. Kohli 
said that the company is also not interested in launching its own channel as it finds satellite channel 
space overcrowded. \We did not want to continue in the television business as it is structured today," 
Kohli said. 

And the matter of Ku-band DTH (direct to home) in India. First seriously proposed in 1996, the 
Indian Government finally released “rules” for DTH service earlier this year. And the responses: 

The prospects of the much-touted and hyped DTH broadcasting appears to have fizzled out. While 
several players including Zee, Sun TV, VSNL and Star had evinced keen interest in setting up their 
platforms, nobody seems to be coming around anymore. The industry 1s abuzz with disenchantment 
over the lack of progress made by the players who had first evinced interest in this broadcasting 
technology. The prevailing mood is such that the first mover advantage is no longer attractive and 
none of the players want to risk the first plunge. The interested players have cited several reasons for 
the lack of takeoff including the lack of flexibility for the broadcasters in the regulatory framework 
and the open-architecture set-top boxes. According to channel sources, the risks when weighed against 
the prospective profits and penetration in the first five years into operations are too high. "We have to 
bear in mind the costs involved in subsidising the set-top boxes for 3-4 million households. The risks 
seem steep when one considers that the policy requires open-architecture set-top boxes and not 
encrypted types," a Zee source said. Most of the players are wary of the open-architecture set-top box 
model as this allows a level-playing field for all the channels who either form a platform or those who 
want to beam into the consumer households by merely joining a DTH platform. An industry observer 
points out that the broadcasters and the non-broadcasters, keen on setting up the platforms, will have to 
subsidise the set-top boxes for the first 2-3 years as has been the case in countries like the UK and US. 
Star and Zee believe the rigid regulatory framework is the prime reason for the delay in the roll-out of 
their DTH platforms. The industry is still harping on the 20 per cent equity participation clause which 
places an entry restriction on any broadcasting or cable television entity beyond 20 per cent of the total 
equity in a DTH project. Star sources also pointed out that besides the regulatory framework and the 
infrastructure costs which run into at least Rs 700 crore, there are other issues related to the business 
plan. These factors are pertaining to the revenue sharing with the government, carriage fees to be 
charged by platforms for stand-alone channels and a feasible revenue model on the whole. Stand-alone 
channels like Discovery and Aaj Tak have already said that they will like to join a platform, however, 
even they are circumspect about the formation of a DTH platform in the near future. These stand-alone 
channels are keenly awaiting favourable offers to roll-in from the DTH players. “We want to join a 
DTH platform, but where is one? None of the plans seem to working as everybody except Star are 
playing the waiting game", an official said. According to several industry analysts, Star looks to be the 
only one who may go ahead with it and Star network is conducting hectic parleys to finalise some sort 
of a framework for an imminent launch. 


Australia’s failed international television service (ATVI) is headed for a return visit, possibly as early 
as September: 
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The ABC would receive $15 million a year over five years to provide Australia's overseas television 


service, Prime Minister John Howard has announced. Mr Howard said the broadcaster had won the 
tender to provide the service after a proper selection process. "I'm pleased to announced that the 
Minister for Foreign Affairs (Alexander Downer) has indicated the ABC has been awarded the tender 
for the provision of Australia's overseas television service," he told parliament. But the ABC coup may 
trigger legal action against the Government, with David Hill, former ABC boss and rival bidder for the 
Australia TV service, angrily describing the process as "crooked". The new satellite television station, 
likely to be launched later this year, will be a subsidiary company of the ABC and carry advertising 
and sponsorship as well as news, current affairs, education and entertainment programs. The five-year 
contract, described as a "back-flip after bungling" by Labour, is worth $25 million more than the 
original $50 million package offered last year to any group willing to revive Australia TV. It also 
represents a turnaround in the Coalition's attitude to international broadcasting, after an unrealised plan 
to close Radio Australia, the sale of its Cox Peninsula transmitters near Darwin and the hand over of 
Australia TV from the ABC to the Seven network in 1997. ABC managing director Jonathan Shier 
said he was "delighted" to win the contract, a job he has previously said was too risky for the ABC. 
"There is no other media organisation in Australia capable of providing the level of quality 
programming necessary to make this service viable and successful," Mr Shier said. But Mr Hill, who 
has been advising Australian Vision International, said the ABC had gained an unfair advantage and 
had bid only after the official deadline. The Government is believed to have asked the ABC to make a 
bid in April, after an earlier proposal by the Seven network and SBS collapsed and the Government 
had begun negotiations with Mr Hill's group. Seven pulled out of the running in March after it 
suddenly shut down Australia Television. Despite Mr Hill's Labour connections, AVI boasted a 
Liberal Party pedigree in board members Lloyd Lange, Warwick Smith and Brian Wilson. Mr Lange 
was a Liberal member of the NSW Parliament between 1974 and 1986; Mr Smith, a former Liberal 
minister, is now a Macquarie Bank executive director; and Mr Wilson is national chairman of law firm 
Clayton Utz and a friend of John Howard. Foreign Minister Alexander Downer rejected Mr Hill's 
complaints. He said he had not been happy with any of the original offers, including Mr Hill's, while 
earlier versions of Australia TV were “not really very good". "I have not been happy with what the 
ABC used to do, and I was not happy with what Channel Seven did. I really want to see it as a class 
product of Australia and Australia's values around the Australia-Pacific region." Mr Downer said the 
Government would partly fund the service because "a regional television service which projects 
accurate images and perceptions of Australia is in the national interest". But the ABC will have to find 
advertising and sponsorship for the still unnamed channel, something permitted by its charter. The new 
service will be delivered by digital satellite, and is likely to target English-speaking Asian audiences, 
rather than expatriate Australian audiences. The ABC hopes to broadcast north into China, but its 
coverage into the Pacific and Indian Ocean areas will depend on negotiating satisfactory satellite 
contracts later this year. 


Meanwhile, a legend in international media is taking a fresh approach to serving India. 

BBC World breaks free, opens to sponsorship! BBC World, has moved into unchartered territory by 
opening up sponsorship for their Weather Report. Previously, News and Current Affairs as a genre 
was a non-sponsorable segment as a rule on BBC World. Now they have signed up with Amtrex 
Hitachi Appliances Ltd. for sponsorship of the Weather Report. In 1995, BBC World broke away 
from STAR TV and ventured out on its own independently. Then, in 1998 its advertising and 
promotion went in-house as well. "We view India as a key market in the Asia region. For the last 30 
years, BBC radio has been operational in the country," says Sunita Rajan, Deputy Airtime Sales 
Director, BBC World, Asia and the Middle East who is based in Singapore BBC Delhi bureau. 
According to her, this is the largest bureau after the Washington bureau outside Britain. "We have a 
strong, equity with the Indian market," says Ms. Rajan. According to her, BBC World is “more than 
news". Then what's their USP? "Certainly. We are not only news. We air lifestyle programmes, 
up-to-date news, interviews with shows like Face To Face, HARDTalk India, Wheels and many more," 
says Ms. Rajan. The other programme that has signed a sponsorship deal is the Karan Thapar hosted 
Face to Face. Ms. Rajan says, "This is one of the most popular programmes on BBC World's India 
specific strip of programming. He has interviewed Mahesh Bhupati, Remo Fernandes, Anoushka 
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Shankar and others." Since its inception, BBC World's air time sales operations have grown 
significantly. The last year has seen the channel's advertising revenue more than double with over 60 
new advertisers joining the channel. The channel believes that this is due to their focus on growth 
sectors such as IT, communications, business and finance. 

Australia, Russia sign space deal. Australia and Russia have signed an agreement that establishes a 
formal framework for space co-operation between both countries. The agreement signed by Australia’s 
Industry, Science and Resources Minister Senator Nick Minchin and Russian Aviation and Space 
Agency (Rosaviakosmos) director-general Yuri Koptev marked a new era in space co-operation 
between Russia and Australia. Australia hopes the partnership will see it emerge as the leading centre 
for commercial launch operations from fully private facilities. It also paves the way for the opening of 
Australia’s first commercial satellite launch pad by 2004. Under the agreement, Russia would supply 
Soviet rockets and launch expertise while Australia would provide infrastructure and commercial 
opportunities to launch commercial satellites. Australia wants its fledgling launch industry to become 
commercially viable. The agreement between the Government of the Russian Federation and the 
Government of Australia on Co-operation in the Field of the Exploration and Use of Outer Space for 
Peaceful Purposes provides a framework for co-operation between the two countries and addresses 
such matters as intellectual property, forms of co-operation, relief from customs duty, liability and 
security of technology. Senator Minchin said the agreement was a major step for Australia. “It declares 
our intention to become a major player in the international space industry and consolidates our 
position with Russia in the face of intense interest from a range of other countries," he said. He added 
that the agreement also consolidates the strong relations that already exist between the two countries. 
Three Australian commercial consortia intend to launch telecommunications satellites from Australia: 
Spacelift and Spaceport will launch from Woomera in South Australia while Asia Pacific Space Centre 
(APSC) will launch from Christmas Island in the Indian Ocean. The Australian government has been 
competing against Brazil in a race to get a footing in the expanding global space launch industry. 
Koptev said Brazil was one of a number of countries courting Rosaviakosmos, but Australia was the 
sweetheart. Brazil is also trying to win over APSC, which is controlled by Australian-South Korean 
entrepreneur David Kwon. Industry analysts say APSC appears to have sound financial backing from 
South Korean companies. It is the most advanced of the three competitors and their Christmas Island 
site is also superior to the three proposed Australian platforms due to its proximity to the equator. 
APSC has signed separate commercial agreements with Rosaviakosmos for its Aurora launch vehicle 
that can deliver a 12 metric ton satellite into a low orbit and a 4.5 metric ton payload into a 
geostationary orbit. Minchin said the government was working closely with APSC. APSC plans to 
commence construction of the space centre in September 2001. APSC's first (Christmas Island) 
commercial launch is scheduled for the last quarter of 2003. 


The following is hardly “news” (as in “new information”) but it does update a growing concern 
amongst members of the European Union. 

Uncle Sam is Watching: Lock Up Your e-mail. Governments and companies have been warned to 
encrypt electronic messages to protect their privacy from a global satellite spy network involving New 
Zealand and Australia. A European parliamentary committee investigating the US-led electronic 
spying system known as Echelon today urged Europeans to encrypt their e-mail to prevent them being 
read by the eavesdropping network. In a draft resolution, the Euro MPs said there “is no more doubt" 
as to the existence of a global system of intercepting communications that is used by the US, Britain, 
Canada, Australia and New Zealand. The committee calls on all European institutions and government 
offices to "systematically" encrypt their e-mail. It said companies also cannot be safe from industrial 
espionage unless they protect all the means of electronic communications used to transmit sensitive 
information. As well, in the process of industrial spying, Echelon was eavesdropping on millions of 
daily communications between ordinary people. The existence of the Echelon system has never been 
officially confirmed. News reports have said it is operated by the top-secret US National Security 
Agency, which has never confirmed or denied the existence of Echelon. It is believed it was set up in 
1948 by the US, Britain, Canada, New Zealand and Australia, and was active throughout the Cold War 
as a vast electronic eavesdropper, able to interpret information from telephones, faxes or computers - 
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even tracking bank accounts. Earlier this month, officials of the NSA and CIA refused to meet with an 
EU committee seeking information on Echelon. The parliamentary committee said it has no proof that 
Echelon is used for industrial espionage. Such an eventuality would be "intolerable", it said. But in an 
apparent warning to Britain, it said an EU member state would be violating EU rules if it was using 
such a system to gain a competitive advantage for its companies. US officials have repeatedly denied 
allegations that they have a system that conducts industrial espionage against Europe. The document is 
to be submitted for a vote by the members of the committee at the end of June before being discussed 
and voted on by the European parliament, parliamentary sources said. 

This post script: Individuals without corporate resources can in fact encrypt their e-mail. Check out 
the following: 


Version: PGPireeware 7.0.3 for non-commercial use 
<http://www.pgp.com> 


ae this month’s technology file: 

Digital viewers get the message. BSkyB 1s to offer a new service that allows its digital viewers to 
send SMS text messages via their TV remote controls or cordless keypads. The messages will be 
created and sent using Sky Digital's text service and will cost 25p each. Viewers will be able to send 
messages whilst watching TV by pressing the text button and following the on-screen instructions. The 
digital messaging centre will offer Vodafone customers an SMS alert service, allowing them to receive 
the latest sports news and interact with Sky programmes. Director of interactive, Jon Florsheim said: 
"In the digital age television is now a two-way device. Sky digital allows you to purchase goods, play 
games, send and receive email and, now, send text messages. Message to mobile is just one of a series 
of new services that will be available to viewers over the coming months." A company spokesman 
today added: "Sky does intend to advertise across the text messaging service but has no specific plans 
as yet." If the message to mobile service proves a success it could prove a valuable source of revenue 
for the company, who recently closed Sky Pictures as part of a cost cutting drive. 

And to curb piracy of cable TV delivered Movies on Demand, Scientific Atlanta has developed a 
new software system. 

Booting video pirates from cable's ship. Digital bandits looking to pilfer HBO's compilation of 
licensed movies had better think twice before striking the pay-cable network's video-on-demand 
service, which television technology developer Scientific-Atlanta is demonstrated on its Explorer 
set-tops at the National Cable & Telecommunications Association show in Chicago. 
Scientific-Atlanta's Explorer set-tops are buttressed by the company's PowerKey conditional access 
system, which is designed to provide film studios assurance that they can share their film libraries with 
cable operators without compromising the collection's security. Scientific-Atlanta, despite its status as 
a Hollywood outsider bent on building technology infrastructure rather than creating entertainment, 
holds a significant stake in the future success of its efforts to guard the major studios' works. Aside 
from the fact that multiple system operators Adelphia Communications, Charter Communications, 
Comcast Corp., Cox Communications Time Warner Cable have all ordered S-A boxes endowed with 
the PowerKey protection mechanism, S-A stands to profit from other electronic hardware 
manufacturers’ use of the PowerKey tool. In December, the U.S. Patent and Trademark Office 
awarded Scientific-Atlanta intellectual property rights to a conditional access technology for cable 
systems. Now, S-A has licensed the PowerKey filter to several competing set-top box manufacturers, 
including Pace, Panasonic and Pioneer. "I look at our system as a key enabling technology for VOD," 
said Tony Wasilewski, chief scientist for Scientific-Atlanta's subscriber network sector. "From our 
viewpoint, that market is as big as the set-top market." The PowerKey mechanism is based on a 
cryptography framework conceived by a trio of professors at the Massachusetts Institute of 
Technology during the late '70s. That method, which has since blossomed into the most popular digital 
signature tool, harmonises two disparate goals of the conditional access industry - ensuring that 
security professionals can easily verify a signature and guaranteeing that it would be too difficult for 
anyone other than one individual (in the case of video on demand, the digital cable customer) to 
generate the signature. The technique, which is known as "public key" cryptography, keeps the code 
for signing onto a digital network and the cipher for authenticating that signature separate, balancing 
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the industry's twin aims of maintaining tight security while opening access codes just wales so they 
can be verified by a security system. 

Channel activity changes: 

The French music channel MCM has shifted from AsiaSat 2 to 
Intelsat 704. The new parameters for the channel are given below for | (GRSTRSNIP RE aan mew tel Beir ee 
necessary information to Operators forre-tuning their IRDs to to viewers of MCM 
continue receiving this channel. Position - 66 degree East (294° Ree oa br cae ae 
East), Frequency - 4055 MHz, Polarisation - circular; Symbol rate - Nei re Sica od values 
27500 Msymb/s, FEC - %, Service ID - 1402 CFI (ASIE PRO), MCM Paris relocating 
Transponder - 25, Signal - Hemispheric East, band - C, their signal onto a 
Transmission Mode - MCPC MPEG 2 DVB, Eirp : 33 dB/W. MCM ea er 
closed down on AsiaSat 2 June 22 leaving a number of New Zealand 
firms without service (some independent broadcasters were using the service for overnight 
programming, TelstraSaturn Cable TV carried it as one of its primary channels (see announcement, 
here). 

Sky NZ, according to reports in a Pago Pago, American Samoa newspaper, is launching a pay 
television service in Apia (Western Samoa) “before the end of July.” A local firm is also involved. 

TelstraSaturn using a TVNZ commissioned Ku band uplink from Avalon (Wellington) has been 
testing their proposed pay-TV service on Optus B1, vertical. They will be using half transponders, 3 
initially, with a fourth in reserve pending resolution of the current TVNZ FTA project plans. 
Frequencies and settings are as follows: 12.456, Sr 22.400, FEC 3/4 TVNZ test VPID 32, APID 33, 
PCR 32; 12.483 Sr 22.400; FEC, ‘Test.7) VPID 273, APID)274;, PCR»273912,706)Sr2240Ge 
VPID 32, APID 33, PCR 32; 12.733 Sr22.400 and Sr22.500 (loads with either), FEC %4, TVNZ Test. 
Channel line-up is changing daily, “Hi Bob” (Saturn Weather) on Test 12 has been the most consistent. 
When initially turned on, the two B1 transponders in use were “Australia + NZ” causing some false 
expectations in Australia. The Australia portion will be (or has been before you read this) shut down 
resulting in NZ only coverage for any but super sized dishes. 

PAS-10, a replacement C + Ku band satellite recently launched to replace PAS-4 and PAS-7 at 
68.5E over the Indian Ocean, has been received with very strong signals across Australia from a 
temporary test location of 72E. PAS-10 payload In-Orbit-testing was completed (as of June 13). 
The 3790 and 4034 frequencies were tested with a Saturated CW carrier as part of the 
payload In-orbit checkout. PAS-10 has a Global C band footprint on both horizontal and vertical 
polarisation. Coverage over Australia is primarily on the Southern coastal regions (about 32 dBw).. 
Perth is just outside the 32 dBw contour, perhaps 31 to 30 dBw. PAS 4 C band traffic is planned to be 
transitioned off to PAS 10 in early August. 

UEC press release appearing in parent Altech’s web site cites “UEC’s current order book status, 
especially since some of the orders were for innovative, leading edge technologies include orders 
received from New Zealand for digital cable set-top boxes.” CTD had reported in January that 
TelstraSaturn had made a decision in favour of UEC for their cable TV interactive set-top decoder. 

Australian hotels, backed by the Australian Hoteliers Association, are threatening to drop pub 
carriage of Australia’s Sky (Racing) Channel service. More than 400 association members have agreed 
to drop Sky at this point. Their reason is price - some hotels are already paying as much as $40,000 
per year to have Sky racing service in their pubs and Sky is pushing for an across the board jump by 
25% or more. 


longer available in 


Postscript from TVNZ/BCL: 

“Labour was keen to set up TVNZ's transmission arm, BCL, as a separate company, to 
allow it to focus on making profits and eventually set itself up as a possible rival to Telecom. 
The Alliance remains unconvinced of the merits of separating the broadcasting transmission 
arm BCL and setting it up as a stand-alone commercial enterprise.” 


TVNZ Ready to Embrace New Direction. TVNZ Chief Executive Rick Ellis welcomed the Minister 
of Broadcasting's announcement (June 25) on the future structure of TVNZ. "After many months of 
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speculation and uncertainty, we are pleased there is now increased clarity about the future direction for 
TVNZ. | look forward to working with all staff to get on with the task at hand and implementing the 
outcomes expected by the government. "As we look to embrace a new era for TVNZ, it is timely to 
recognise the outstanding contribution of the company's employees over the past several years when 
TVNZ has been an SOE. Through the efforts of its staff, TVNZ has performed outstandingly when 
benchmarked against any international broadcaster. "I have no doubt that with the same level of 
commitment, professionalism and dedication in the future, we will continue to achieve excellent 
results as expected of a new Crown Owned, Charter-driven company and to deliver a television service 
that all New Zealanders can feel great pride in." 

And the official statement from government: 

TVNZ to be charter focused crown company. TVNZ will be re-established under its own legislation 
as a crown owned company, the Minister of Broadcasting, Marian Hobbs, announced today. This will 
enable TVNZ to give priority to fulfilling its charter while maintaining its financial performance. 
Broadcast Communications Ltd and TVNZ Australia will be retained as separate companies within the 
TVNZ group to operate as successful businesses and, as far as practicable, be independent of TVNZ. 
The status of these two subsidiaries will be reviewed after two years to see whether they should be 
changed to stand-alone State Owned Enterprises. "The value of TVNZ to the nation is not only what is 
on its balance sheet but also what it delivers on our screens," Marian Hobbs said. "The changes mean 
that TVNZ will be able to focus on meeting its obligations as a public broadcaster with its own charter, 
just as happens with public broadcasters world-wide and our own Radio New Zealand. "It will involve 
a shift in culture away from a strict commercial focus, which will create great opportunities for TVNZ 
staff and the New Zealand creative industry generally. "With over 70% of the market, TVNZ is a 
successful broadcaster and I expect it will retain their audiences as the charter is implemented 
gradually. "The government has noted that funding, additional to what is provided through NZ on Air, 
may be required to enable TVNZ to give fuller effect to the charter. This will be determined during the 
2002 Budget and subsequent rounds. "In the meantime TVNZ will be invited to re-examine how it 
prioritises and targets its substantial programming budget." Hobbs said officials will report back by 
late August on the implementation of establishing TVNZ as a new Crown company, as well as 
reporting on proposals for the operational and governance independence of BCL and TVNZ. She 
anticipated legislation to establish the crown company would be passed to enable the Charter to take 
effect from July 1, 2002. 

And, the “official” Minister of Broadcasting release: 

A New TVNZ. (Source: Minister Of Broadcasting) The future shape and role of TVNZ has now 
been agreed by the government. It will be re-established with its own legislation as a crown company 
charged with giving effect to its charter while maintaining its commercial performance. Broadcast 
Communications Ltd, the transmission wing and TVNZ Australia will be separate subsidiary 
companies operating as independently as possible of their parent as successful businesses. In its new 
crown company form the primary purpose of TVNZ will be to meet its Charter. This establishes the 
principles by which our public broadcaster will operate. Under the State Owned Enterprises Act 
TVNZ currently operates primarily to make a commercial return. In re-establishing TVNZ with the 
sort of principles under which other public broadcasters around the world operate as a matter of 
course, we want to bring some balance to its operations. TVNZ, consulted throughout the development 
of the charter, has signed up to a set of social obligations. The charter means that whatever happens in 
the globalising of television, New Zealanders will have their own flagship where they can find a New 
Zealand point of view, stories about themselves, their perspective on a world increasingly dominated 
by global giants of the media. We do not want New Zealand consigned to a blip that sometimes slips 
from the CNN global view. In looking to the future the government is enabling TVNZ to reposition 
itself. Content will be the distinguishing feature that encourages viewers to stay with TVNZ. In the 
future we may all be able to receive hundreds of channels full of foreign programming. This means the 
value of TVNZ to the nation is not only what is on its balance sheet but also what it delivers on our 
screens. With some 70 per cent of the market, TVNZ is successful in commercial terms. But we 
expect it to build on that success and to be the place where we go for our news and debate, 
documentaries, children's programmes. The problem has been one of under-performance by the New 
Zealand model of broadcasting as a whole. | do not believe that the true reality and diversity of New 
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Zealand life are well enough represented in our broadcasting. | think that the contribution broadcasting 
can make to democratic participation and public debate is under-developed. 

But the Charter is not about Marian Hobbs, Helen Clark, or anyone else dictating to TVNZ what 
programmes to run. We leave that up to the professional broadcasters to determine. But TVNZ will 
have the charter against which to measure its performance as a public broadcaster. This will involve a 
shift in culture, moving away from a strict commercial focus, to observing the Charter and making 
programmes that viewers will watch. But public broadcasting 1s more than simply ensuring there is 
local content. It 1s about treating viewersas citizens rather than as consumers. In particular, it includes 
the provision of well-resourced and. quality news and current affairs. Without a primary commitment 
to the charter, news and current affairs are always liable to be run down or manipulated to attract 
follow-on audiences through the evening. This is where branding of newsreaders has received more 
attention than resourcing the research to back up a strong news team. Much local content is currently 
funded through NZ on Air. For a programme to gain this funding, it has first to secure the agreement 
to broadcast of a television broadcaster. If the primary purpose of the broadcaster is commercial, then 
some programmes that might be supported by NZ On Air will never get shown because they will not 
attract the advertisers In its new structure, TVNZ is retained in company form. This will oblige the 
directors of the company to retain a focus on financial solvency and, therefore, the commercial 
attractiveness of TVNZ to advertisers. It will also, however, make it clear that one of the government’s 
reason for owning TVNZ is to pursue public broadcasting objectives. TVNZ while remaining 
commercial will still show programmes that people want to watch. Indeed we want the audience to 
grow. In turn, this will make the outlet an attractive proposition for advertisers. Much charter-related 
content will be commercially attractive such as drama and documentary. The charter is a challenge to 
our broadcasters to look anew at what they do. The government recognises there ‘will be a cost to 
implementing the charter and it is committed to supporting TVNZ to achieve this. Any additional 
public funding for TVNZ will be considered in the 2002 Budget round. In the meantime TVNZ will be 
invited to re-examine how it prioritises and targets its already substantial programming budget in the 
light of the Charter. This will be separate from funding currently available through NZ on Air. Local 
programmes cost more to get to air than buying in from overseas. The government accepts that without 
subsidising programmes specific to our history, peoples, and culture, such programmes will not be 
produced to the extent desired. Providing such support will also ensure that we strengthen our creative 
industry, one that is closely inter-related to both the film and the advertising industries. Under the new 
arrangement TVNZ will be able to display a greater commitment to the goals of the charter than if it 
were simply, as a State Owned Enterprise, to provide charter-related services to the government under 
Section 7 of the SOE Act. By definition, the charter needs to be the remit that belongs to, and is 
acknowledged by, the Board of TVNZ. If TVNZ continued to operate under the SOE Act, the charter 
would in effect merely be the policy of the government of the day. 

BCL is clearly a transmission company, not a television content provider. In the coming changes 
BCL will have the autonomy to grow its business. It will be far more beneficial to have ownership 
arrangements that maximise BCL’s commercial opportunities. BCL and TVNZ Australia will be 
retained as separate subsidiary companies within the TVNZ group. 

They will have an independent governance and be required to be at "arms-length" from their TVNZ 
parent. The effectiveness of these arrangements will be reviewed after two years to see whether the 
subsidiaries should be changed to stand-alone SOEs. 

The decisions taken by the government this week set new directions for TVNZ. Officials will be 
reporting to ministers in about two months on the implementation of establishing TVNZ as a Crown 
company and giving effect to the operational and governance independence of BCL and TVNZA., | 
am confident that we are embarking on a course that will achieve for New Zealand a public 
broadcaster that truly reflects who we are as a nation, supports and nurtures our creative industry, 
provides a forum for informed, rational debate on issues affecting all of us and provides a benchmark 
for the rest of the media. 

And lastly this response from an independent broadcaster: 

“The good news is that BCL remains with TVNZ for the moment. We're on the case regarding 
advocacy for additional funding and where quota fits into the equation. The reporting status of BCL is 
currently unclear. “ 
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